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YEASIBILITY OF SOVIET BUDGETARY COVWIRGIAR
AL AR BRME COWIROL MEASURE

e State Budzet a8 mn Arms Control Device

‘e Soviet Utate Bulget probevly provides informatlon that would
be useliul in isplesenting any srss control agreement by supplemeating
vhysieal cuntrol measwees. In its present published version, however,
e budgel is devold of the detall necessary or even n disarmenent
srogegs concelved in the broadest poesible terms.  The Following
spreakdowns of Soviet budgetary expenditures plunoed ror 1960 represent
the linest degree of Geiail avallable, exespt for further disegzsre-
ation ol weliare outlays which are noi peytinent o the present
Trame O pelerente.

“akle 1
UOHR State Budget Eapendituves--1960 Plan
{Billions of Rubles)

Fiosnoing the Wtional Foonony 327.6
induatyry 1525
Agrlieulture ».3
Transport and Comamiestions 25.0 af
Ynspeciiied 118.7
dsoeial Cultural Weasurss 27w b
Edusation 102.0
(v Which: Selence) 26.0 a/
fealth BY.o
Zoelal Wellers 9T
betenne 35,1
Administration 11.1
fesorve unds, Councll or Minds tera 271.6
{hheyr 3.8
Total Dpenditure Tl 8
sobal Bevenus Ti2.1
Sarpiug 273

a  Fstimated on the basis of 1565 pian data.
mudgetary Contr 1 Possinllities Given Complete Disclosure

If the Boviet Mstle Budpet were to e pade avallabls {o the con rol
suthorities in all of 1%2 existing detsil, there would e several
experditure classirficetions thet would have o be cavefally cbserved in
crder o ecover sll pbeses ol defease activities. The largest single
guch item is that carried expliciily &s delense in the Slate Dudget,
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comprieing the sppropriatiocsa to the Mindstry of Defense. This allo-
cation 18 belleved Lo cover personnel pay aad subsiptence and enersl
operetiomnl outlisys o the military. Procurement of both comveantionnl
#ad militery squipment and that of guided missiles may e inciluded
anly in pard, i et all. Derinitely excliuwded are such activities as
atamle energy programs, mllitary ressarch and development, and
ailitarized internnl security rorces, all of vhich would be consideved
as military outlays in U8 vodpetary accounting.

fnother likely logstlon for & substantial seount of diveet mili-
vy expendltore 1ies in the unspecified alloeation of the vote for

faAneing the Mationsl Beoncmy. Perbaps alf ¢ the planned sxpenditure

cor this estegory in 1900 eab be explaised in terms of non militery
setivities. The remsdning 60 billion rubles conld substantisdly
Minsnee the ot of the conwnticml equipmsat procurement, and the
svided misaile aod stomlc ereryy progrems. The classilsieation of
delense type cutlays wnder an essentixzlly investeent supenditure
srouping wight ve retionslized by the Inclusicoa in the Msrxlan concept
o) setional imcome of militery eguipment purcheses as the eguivalent
of mechinery purchases by induetry.

Tesser delente oriented outlays are Zinanced wder othar bvulpet
vrbes. The resesrch portlon of militeary research and develspwent is
mainly coversd by the science allocation wder the edusation bress-
dram of the Soeisl-Cultursl vote. Certain veteraas' pessions sand
dismbility payments My be [inanced wnder the soclsl welimre break-
down of the Bocial-Cultural wobe. Pay, subslistence, and eguipsent
putlays Jor the militarized components of the interpal gecurlidty poliee
gre {ioanced by the allocetion to the Hinlstry of the Intericr loested
wnder the Other wite of the budget. ‘

The budzet coatalns allocation of an Indirect silitary nature
whdeh would be of sgual Igportence in an arws control scheme. 3ince

the budget s the source for rimancing the bulk of productive investment,

silosation for sxpension of plants profucing miliayy sgiipmeast wvould
pass through 1t. These outlsys would be classiiied under the industry
breandown oF the vipsseling the Biioma) Teonoumy wvote. In sddition

o capital sutlays ithis oategory would conlsin alloeationg Tor sub
sidies snd stariing up cosis to defense plants.
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The gize snd Junction of the surplus ere pusaling to intelligence
sualyats. Soviet fiseneiml writers sesert that the surplus has the
anti-inflationeyy Junetion of oifeetilng expansion 1n baonk oredlt.
oy seversl recent ysars, however, the Plasl surpius bhee been sutetan-
tiglly larger then the incresse in bank eredit, thus providing the
Yinsncial whorewithel for conslderable wsteted expenditures. Poesibly
sone delense outlmys oould he covered under thiz besding. ITuring
Forld Har II the surpluses accumlated during the thirilss vore
expended in syppord o the war eflori.

Son-Beflaetary Flosoelal Sources Fertinent to An Armgs Control Prograem

ny syreement. to atllize Tinsncisl inspecilion in isglementing
it W conirol progeam should consifer two importeet non buScetery
gouress of possible wilitery finsncing. In 1959 aporoxisslely s
third of all enierprise proiiie, nesrly T0 piillon rmibles, were
retaioed by enterprises. These reporied prolits represeni an wdis
h%m ot oF setting of snterprise prodites and losses st the
govnariboz {State Zconomlc Council) level. The tmlk of these retained
earnings will be used for capital inwvestuent. Coneelvably 1t would
e Teasidle Ior the Zovietl authorities o circumvent a tuwdselery
sontrol mechanien by channelling retained snterpriee profits, or
wven A portion of taxed profits, late e centrally sduinietered pool
m which millitery astivities and Selense productica cowld bhe
lysvesd.  The likelihood of auch ao ewaion of econtrols would varvest
wri@ﬁiﬁ inspection of enterprise and sovparihor sceowstis, i a
sooiproct syshen were desived.

& fortber altsrmptive peans of defepse {isancing S.iu in the
nemking systen. At the presont tiwe the State Benk (the central
baek} restricte its losns to short term credit to be used Iur
temporary lucressas in wvorking coplial. Duwring the Inllaticnsry
mmmg, &7 ke industrislisation progres in the thirties much
i bides abert term lending wae copverted to mam-repaysble gyants as
@ resolt of wholesale defmuits by indusirial bovrowers. The dume
peligy waa toilowed durdn o the dleruptive pericd of the early wartime
vears Preswsbly the Soviets might egaln rescrt to the pracilce of
aabstituiing sonestary Tor fiscal sowrees of Jlemacing for defense
prpogss sbonld the Iatier be subjected to intsroationsl scrutiny.
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feriiieation of Hudpet

In & planned evonomy of the Soviet type many of the fineseisl

‘atlays in the Btate Dufgnt will be sccompmaied by physical plans

ior producticn, rescuree alloeation, investment, and lsbor 4istri-
iption.  Of partieniar userulness iz the Investment plen. A8 pullished,
ihe plan classifies capital outlays by tolels Jor btroad sectors ol
whe econony and Dor branches withdn industry. Suiiicient deiail is
provided in the Seven Yesr Plan {1938-65) dste to peemit ipolaticn
ui tobals for investssmt in defense industry &sd {o militery fmoili-
es. In the actwal plamming documents investment i broken down

iy specitic prosects, providing sll pertinent physics) speeiiieations
aof gonetary values. Joruting of these Qetailed invesbmeat plans
wondd provide o check on the investeent expendliures allotted o
delenee industry snd to xilitary faeilities 1o the bulpet.

Jdmoconirol docusents vor allocations of aetal, maehisery,
viemicals, fusla, and other sriceity rescources to Indusirisl snd
ilitery custussrs are the saterial balanves «of the Stele Flannming
Comfdasion. Dagpection of these resource isputl eontro) flgures
soudd provide physical clues as to the sive nod changes 1n voluse
ol dedense profuction and militery procuresent

ihe plaoning proeesw alsce conteine comprebensive inforsation
&8 to the distridution of mspower Ln ite labor [orce balance.
Soratioy of this docunent would enable inspeutors to ohaerve
chagges in ihe sivengih of militery msapouer.
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